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In the light of the foregoing, it would seem that the whole ques-
tion of the development of capital versus consumer goods industries
has been discussed without serious reference to the long-term eco-
nomic realities in India and other pre-industrial countries. The
enthusiasts for alleged benefits of the present international division
of labour have in the main concentrated on the cost advantages that
follow from continuing to export agricultural raw materials and
finished products based thereupon and to import capital equipment.
These are often reinforced by suggesting that the investments
should be made preferably in the consumer-goods industries,
which require less capital and are quick-maturing, rather than in the
capital-goods industries; and this would lead to a faster growth.
What is assumed, of course, is that the export trade of a pre-in-
dustrial country would invariably be expanding fast enough to
provide for the capital-goods imports needed for the rapidly rising
volume of investments. In reality, however, this assumption is
valid for a few petroleum-producing countries only, which account
for less than 5 per cent of the population of the pre-industrial world.
For most of the other pre-industrial countries, however, it will be
necessary to break the stranglehold of the slowly rising export
proceeds (and hence ability to import capital-goods) upon economic
growth by a sharply accelerated rate of domestic capital-goods
output; the situation will be substantially different if capital trans-
fers on a very large scale will be available.
The protagonists of the heavy industries, on the other hand, have
often used the crude but telling argument : India has mountains
of the highest-grade iron ore, so why not smelt iron and steel and
fabricate it? Some of the left-wing economists have cited the ex-
perience of the Soviet Union and other centrally planned economies
in support of the priority for capital-goods industries; the associa-
tion of an ideology with an argument made it easy for the non-
believers to reject it.
Apart from considerations of ideology or of theoretical elegance,
however, the inevitable implication of the stagnation of exports
and hence import capacity is that an adequate flow of capital-
goods for investments cannot be assured without a much faster
development of the heavy industries than any other sector of the
economy for some years to come. The import policy will, therefore,
have to be strictly and rigorously selective, not just encouraging

